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Par Values of Deutsche Mark and Netherlands Guilder 


The Government of the Federal Republic of Germany 
has changed the par value of the deutsche mark from 
DM 4.20 = $1 to DM 4.00 = $1, effective on March 5, 
1961. The initial par value of DM 4.20 = $1 was 
established with the International Monetary Fund in 
January 1953, and the present change is being made 
under the provision of the Articles of Agreement of 
the Fund which entitles a member country after con- 
sultation with the Fund to make a change of not more 
than 10 per cent in its initial par value. The new parity 
of the deutsche mark in terms of gold and in terms of 
the U.S. dollar of the weight and fineness in effect on 
July 1, 1944 are as follows: 0.222168 gram of fine gold 
per deutsche mark; 140.000 deutsche mark per troy 
ounce of fine gold; 4.00000 deutsche mark per 


International Coordination of Interest Rates 

The view that western countries should, as a matter 
of urgency, coordinate their interest rate policies has 
recently been growing. While this view is at present 
closely linked to the situation in the United States, it 
has a wider application. When external convertibility 
was introduced for the major European currencies 
two years ago, currency fears vanished and interest 
rates again became the major influence affecting the 
movement of short-term funds from one center to an- 
other. There is now a mass of unofficial funds seeking 
the best and most profitable temporary home, so that 
an increase or reduction in interest rates in one center 
brings an embarrassing increase or reduction in inter- 
national reserves. At first, the attitude of central banks 
was that a loss of reserves resulting from lower interest 
rates was not serious, and that as the trade cycle fol- 
lowed its course the losses and gains would cancel each 
other out. For almost a year, however, interest rate 
movements have been reinforced by fears and hopes 
about certain currencies, particularly the dollar and the 
deutsche mark. Although two leading countries, Switzer- 
land and the Federal Republic of Germany, have put 
up barriers against the inflow of foreign funds, some of 
the changes in individual reserves have been too large 
to ignore. The United States was particularly affected 
by high interest rates in Europe. The U.K. and German 
bank rates were therefore lowered, and it was felt that 
this type of cooperation might be pushed further. If this 
is done, however, it may create almost as many diffi- 
culties as it will solve. The problem is that if control 


U.S. dollar; 25.0000 U.S. cents per deutsche mark. 
On March 6, the Fund concurred in a proposal of 
the Government of the Netherlands to change the par 
value of the guilder from f. 3.80 = $1, established in 
September 1949, to f. 3.62 = $1, effective on March 7. 
This change does not relate to the currencies of Surinam 
or the Netherlands Antilles. The new parity of the 
guilder in terms of gold and in terms of the U.S. dollar 
of the weight and fineness in effect on July 1, 1944 are 
as follows: 0.245489 gram of fine gold per guilder; 
126.700 guilders per troy ounce of fine gold; 
3.62000 guilders per U.S. dollar; 27.6243 U.S. cents 
per guilder. 
Sources: International Monetary Fund, Press Releases, 
Washington, D.C., March 4 and 6, 1961. 





of the economy by the use of the interest rate is to be 
modified because of international considerations, other 
domestic weapons may have to be used instead. Since 
both import controls and tariffs are presumably now out 
of the question, this would seera to place a heavier 
burden on budgetary policy, with all the usual political 
overtones. Even changes in interest rate policy for inter- 
national rather than domestic reasons can hardly avoid 
running up against political barriers. 

Source: The Times, London, England, February 2, 

1961. 


Gold Production in 1960 
Total world production of gold in 1960, excluding 
output in the U.S.S.R., is estimated in an article 
appearing in the Engineering and Mining Journal (U.S.) 
to be about 34.3 million fine ounces ($1,200 million), 
about 5 per cent more than in 1959. Most of the 
increase was mined in South Africa, where production 
rose from 20,066,000 fine ounces in 1959 to 
21,350,000 ounces in 1960. Output in the U.S.S.R. is 
estimated to be between 10 million and 17 million 
fine ounces a year. 
Source: The Guardian, Manchester, England, Febru- 
ary 11, 1961. 


Europe 
Contributions to NATO Infrastructure 
The proportions in which member countries contrib- 


ute to the cost of the defense infrastructure of the 
North Atlantic Treaty Organization (NATO), i.e., the 
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construction and maintenance of such installations as 
airports, pipelines, harbors, and radar stations, have 
been changed from January 1, 1961. The total cost in 
the five years 1961-65 is estimated at $700 million. 
Toward this Germany will contribute 20 per cent, 
instead of 13 per cent as formerly; the United Kingdom’s 
share has been raised by 2 per cent, to 10.5 per cent; 
the United States will contribute 30.85 per cent, com- 
pared with some 36 per cent hitherto; and France’s 
contribution will be 12 per cent, against 13 per cent 
formerly. The percentage contributions of other NATO 
members have not been changed substantially: Bel- 
gium, 4.24; Canada, 5.15; Denmark, 2.87; Greece, 0.67; 
Italy, 5.97; Luxembourg, 0.17; the Netherlands, 3.83; 
Norway, 2.37; Portugal, 0.28; and Turkey, 1.10. 

Source: The Journal of Commerce, New York, N-Y.., 

March 1, 1961. 


U.K. Reserves and Overseas Sterling Holdings 

During February the United Kingdom’s reserves of 
gold and convertible currencies declined by £18 million, 
to £1,141 million. This is the first fall in the reserves 
since the tide of foreign money began to flow into 
London after the increase in the bank rate in Janu- 
ary 1960. Since the month of February is normally one 
of the most favorable trading months of the year for 
the sterling area, the decline in February of this year is 
attributable principally to a flow of funds out of London, 
and not to commercial factors. This outward movement 
of funds was closely associated with the recent general 
recovery of confidence in the dollar. 

During 1960, recorded sterling balances of non- 
sterling countries rose by £604 million, to £1,407 mil- 
lion. Of this increase, £131 million was accounted for 
by the payment by the Ford Motor Company of Detroit 
for the minority shares in its Dagenham subsidiary; 
this sum was invested in Treasury bills until it was 
paid over to the shareholders in January 1961. Exclud- 
ing the Ford transaction, sterling balances of non- 
sterling countries rose by £110 million in the last 
quarter of the year and by £226 million in the third 
quarter. Sterling holdings of sterling countries declined 
in 1960 by £224 million, to £2,480 million at the 
end of the year, falling by £97 million in each of the 
third and fourth quarters. The sterling holdings of non- 
territorial organizations declined in 1960 by £216 mil- 
lion, to £549 million on December 31; this represented 
mainly repayments to the International Monetary Fund. 


Commenting on the sterling holdings of non-sterling 
countries, the Economist notes that the figures do not 


include the whole of the inflow of foreign money into 
the United Kingdom. For instance, purchases of gilt- 
edged securities with nonofficial funds overseas, and 
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funds placed directly with local authorities, are excluded. 
Probably more significant in quantity, however, was 
the diversion of commercial borrowing away from 
London, as reflected partly in the fall in acceptances 
outstanding to non-sterling countries from £134 million 
to £93 million in the second half of 1960. The Econo- 
mist suggests that the sensitive portion of the inflow of 
foreign funds in 1960 was possibly twice as large as the 
increase in the gold reserves and the reduction in U.K. 
indebtedness to the International Monetary Fund, to- 
gether totaling about £325 million. 


Sources: The Times, March 3, 1961, and The Econo- 


mist, March 4, 1961, London, England. 


Capital Market in Norway 


Bond prices, yields, and terms for new issues 
remained more or less unchanged in Norway during 
1960. The 20-year 4 per cent government bond loan 
of 1955 gave an effective yield of approximately 4.6 per 
cent throughout the year. 


The law of July 17, 1953 which stipulates that 
debenture loans cannot be offered for subscription with- 
out the approval of the Ministry of Finance is still in 
force, although the control is now more or less restricted 
to the amount of the loans and the timing of the issues. 
The rate of interest for new long-term issues of private 
debentures has been 542-6 per cent, and in a few cases 
a little higher, compared with rates of interest of 
2% per cent for 3-month bank deposits and 3 per cent 
for 6-month deposits, and with an average return in 
1960 of 3.4 per cent on shares of 52 Norwegian 
companies. 

The result of subscriptions to loans issued shows 
that there has been a keen interest in bonds. To 13 loans 
—amounting to NKr 252 million—publicly issued, total 
subscriptions reached NKr 1,134 million, and for 9 of 
these issues allotments had to be severely restricted—in 
one case to 5 per cent of the amount subscribed. 


Public issues in 1960 totaled NKr 501 million (57 per 
cent of the total), whereas in 1959 they accounted for 
73 per cent of the total. 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, December 27, 1960. 


National Product of Finland 


The Finnish national product rose in 1960 by 13 per 
cent at current prices and 8 per cent at constant prices. 
The increase was based on an expansion of investment 
in the private sector, concentrated in the most important 
sectors—industry, housebuilding, commerce, and trans- 
port. Since the expansion started in 1959 it has been 
maintained without direct help from the Government. 
Per capita, the real national product rose by over 7 per 
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cent in 1960, compared with a rise of 6 per cent in 1959. 


From 1955 to 1959 it had remained practically 
unchanged. 


The labor market also has improved. The number 
employed was 3.3 per cent higher in 1960 than in 1959, 


the largest relative increase being in forestry, industry, 
and transport. 


Source: Hufvudstadsbladet, Helsinki, Finland, Febru- 
ary 19, 1961. 


German Assistance fo Less Developed Countries 

The German Cabinet has reached agreement that the 
German assistance to less developed countries in 1961 
should amount to about DM 4 billion ($1 billion). 
Agreement was also reached that in the coming years 
an appropriate contribution to the less developed coun- 
tries should be made, the amount depending on the 
economic and financial situation in the Federal Republic 
and, of course, on the new Parliament to be elected in 
September of this year. The German Minister of 
Finance said that the assistance given in 1959 was 
DM 730 million. 


The DM 4 billion in 1961 will be disbursed on 
economic and political principles to be agreed on shortly 
by the Cabinet. The amount includes only public pay- 


ments from taxes or loans, not German exports pro- 
moted by government guarantees. It will come from 
the following sources: DM 467 million from the ordi- 
nary budget; DM 1,575 million from the extraordinary 
budget (of which DM 1,500 million from the special 
loan subscribed by German industry); DM 615 million 
from advance authorizations in the budget; DM 687 mil- 
lion from the ERP-Special Fund (of which DM 500 mil- 
lion from the denationalization of the Volkswagen 
Corporation); DM 500 million from a special loan of 
the Lander to the Reconstruction Loan Corporation; 
DM 300 million from the Reconstruction Loan Cor- 
poration’s own funds. 


According to a press communiqué, negotiations be- 
tween Germany and India for a German contribution to 
the Third Five Year Plan have now been concluded. 
Germany has agreed to grant India as a first installment 
a long-term credit of DM 400 million, of which 
DM 100 million is not tied to German deliveries. 
Furthermore, the German Government has agreed to 
assist India in securing credits for DM 450 million to 
expand further the Indian-German Rourkela Steel 
Works, and has authorized India to place orders for the 
expansion of the steel works in anticipation of these 
credits. 

Sources: Die Welt, Hamburg, Germany, March 3 and 
4, 1961. 


Austria's Balance of Payments 

Austria’s balance of payments, including unrecorded 
transactions, showed an over-all deficit of $22.6 million 
in 1960, compared with a surplus of $28.8 million in 
1959. On goods and services account there was a 
deficit of $53.9 million, in contrast to a surplus of 
$50.8 million in 1959. The trade deficit rose sharply, 
from $138.2 million in 1959 to $264.7 million in 1960: 
imports increased from $1,153.1 million to $1,425.7 mil- 
lion and exports from $1,014.9 million to $1,161.0 mil- 
lion. These figures include unrequited net exports to 
the Soviet Union under the compensation agreement 
(see this News Survey, Vol. XI, p. 45, and Vol. XII, 
p. 313), amounting to $38.6 million in 1959 and 
$31.2 million in 1960. Service items, of which net 
receipts of $170.6 million from tourism (an increase of 
5 per cent over 1959) were the most important, showed 
a surplus of $210.9 million in 1960, compared with 
one of $189.0 million in 1959. The net inflow of capital, 
which in 1959 had amounted to $7.5 million, increased 
to $23.1 million in 1960. 


Source: Osterreichische Nationalbank, Mitteilungen, 


Vienna, Austria, February 1961. 


Economic Expansion in the Netherlands 

The Netherlands economy continued to expand vigor- 
ously during most of 1960. Industrial production for 
the first three quarters of the year was about 13 per cent 
higher than for the corresponding period of 1959, and 
although its growth was somewhat less in the last 
three months, output for 1960 as a whole was some 
11 per cent larger than in the previous year. The 
expansion was particularly large in the metalworking, 
chemical, electrical, and mechanical engineering indus- 
tries, and the textile industry also prospered; only ship- 
building continued to lag behind. The increase in pro- 
duction was realized mainly through further rationaliza- 
tion and modernization, which accounted for an in- 
crease in productivity of as much as 8 or 9 per cent in 
the course of the year. The number employed in industry 
increased only moderately and, indeed, the shortage of 
manpower has become a bottleneck. The seasonally 
corrected figure for male unemployment at the end of 
November 1960 was 33,000 (59,000 at the end of No- 
vember 1959), or barely 1¥%2 per cent of the labor 
force, while the seasonally corrected figure for unfilled 
vacancies on the same date was substantially higher 
than a year ago (65,000 compared with 41,000). 

The main forces behind the expansion of the economy 
in 1960 were the continued boom in other industrial 
countries, which stimulated exports, and higher domes- 
tic demand. Wages in industry were on the average 
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about 9 per cent higher than in 1959 and the volume 
of private consumption for the first ten months of 1960 
was 5 per cent higher than for the same period of 1959; 
sales of consumer durable goods increased by 12 per 
cent. Gross investment in fixed assets during the first 
half of 1960 was nearly 18 per cent above the figure for 
the first half of 1959; in the third quarter investment 
was somewhat reduced, but remained above that 
in 1959. Between the two years, the value and volume 
of exports increased by 12 and 15 per cent, respectively. 
The value of exports to the other countries of the Euro- 
pean Economic Community increased by nearly 20 per 
cent, and to countries of the European Free Trade 
Association by 13 per cent. Exports to less developed 
countries of Latin America, Asia, and Africa rose mod- 
erately, but those to the United States fell somewhat. 
In recent months the rate of increase in exports has 
slowed down to some extent, but it has continued to 
be higher than the forecast rise in domestic demand 
originally gave reason to expect. 
Sources: Ministry of Economic Affairs, Press Releases, 
The Hague, Netherlands, January 2 and 17, 
1961; Amsterdamsche Bank, Economisch 
Kwartaaloverzicht, No. 130, Amsterdam, 
Netherlands; Neue Ziircher Zeitung, Ziirich, 
Switzerland, January 7, 1961. 


Economic Situation in Belgium-Luxembourg 


The Annual Report of the National Bank of Belgium 
for 1960 states that the economy of Belgium-Luxem- 
bourg continued to grow during the year. Industrial 
production was 10 per cent higher in the first nine 
months than in the same period of 1959. Toward the 
end of the year, however, the growth of output leveled 
off. 


The granting of independence to the Congo in 
July 1960, and the subsequent political and economic 
break between the two countries, have so far had little 
influence on production or exports, but have had some 
repercussions on the budgetary situation. 

Increased expenditure and the weakness of the capital 
market after the middle of the year led the Government 
to borrow substantial sums abroad on a short-term basis 
to cover its current financial needs. As a result, the 
foreign public debt rose by BF 7.5 billion ($150 mil- 
lion) and the National Bank’s net foreign exchange 
holdings, which had been reduced by BF 8.7 billion 
($174 million) during July and August owing to specu- 
lation against the Belgian franc, were reinforced; they 
rose by BF 10.5 billion ($210 million) in the remaining 
four months of the year. 


The Report criticizes the Government's fiscal policy, 
pointing out that the rate at which the public debt has 
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been increasing in recent years has considerably ex- 
ceeded the annual growth of the gross national product. 
In 1960, a year of vigorous economic expansion, the 
total debt rose by another BF 22.5 billion (6 per cent), 
so that the principle of anticyclical budgetary policy 
officially adopted in 1959 was seemingly not applied. 
The Report emphasizes that the increasing dependence 
of the public finances on short-term borrowing abroad 
underlines the necessity for a fundamental change in 
fiscal policy; a sound financial position internally and 
externally and a higher rate of private investment will 
both be essential if economic expansion is to be 
maintained. 
Source: Banque Nationale de Belgique, Rapport sur les 
Opérations de l’Année 1960, Brussels, Bel- 
gium, 1961. 


Foreign Commercial Credits to Greece 


Outstanding commercial credits granted by foreign 
exporters to Greek importers—which had declined mod- 
erately in 1959—increased by $8 million to $109 mil- 
lion in 1960. Of this total, $101 million was granted by 
exporters in convertible currency countries and the 
remainder by countries having bilateral agreements with 
Greece—$7 million by Eastern European countries, par- 
ticularly the U.S.S.R. and Czechoslovakia, and $1 mil- 
lion by others. Greek importers started to receive credit 
facilities from Eastern European countries in 1959. This 
may in part explain the fact that imports from these 
countries, contrary to past experience, have not recently 
encountered difficulties. Despite relatively substantial 
exports to Eastern Europe in the last quarter of 1960, 
the over-all credit balance in favor of Greece in the 
clearing accounts with this area declined to the equiva- 
lent of $0.3 million on December 31, 1960. This small 
credit balance shifts to a debit of some $6 million if 
account is taken of outstanding commercial credit. 

Of the total credits outstanding, some $65 million is 
repayable within a year and $44 million in 15 months 
or later; approximately half of these credits financed 
imports of raw materials and the remainder imports of 
capital goods. In 1960 outstanding credit for the financ- 
ing of capital declined by 
$4 million. 


goods imports some 


Source: Economikos Tachydromos, Athens, Greece, 
February 9, 1961. 


Yugoslav Five Year Plans 

By December 1960, i.e., after four years, Yugoslavia 
had reached, and in most cases surpassed, the objectives 
of the Five Year Plan for 1957-61. National income 


had increased by 63 per cent (compared with the target 
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of 54.4 per cent), industrial production by 60 per cent 
(41 per cent), and private consumption by 46 per cent 
(34-40 per cent), whereas only 87 per cent of the 
amount planned had actually been spent on fixed invest- 
ment. Imports increased by 70.5 per cent, to an esti- 
mated $810 million, compared with a planned increase 
of 42 per cent; exports increased by 76.7 per cent, to 
an estimated $555 million, compared with a planned 
increase of 73.4 per cent. As this economic growth was 
greatly facilitated by foreign financing, the balance of 
payments deficit rose substantially. 


Development in the next five years is planned at a 
somewhat lower rate than in the past four. National 
income is expected to rise by 71 per cent, industrial 
production by 84 per cent, agricultural production by 
42 per cent, personal consumption by 72 per cent, and 
capital investment by 83 per cent. Exports are planned 
to increase by 94 per cent, to a level where they would 
balance imports. The gold and foreign exchange reserves 
are expected to increase by $160 million, to about 
$210 million. 


Source: Sluzbeni List, Belgrade, Yugoslavia, Decem- 
ber 31, 1960. 


Africa 
South African Uranium Industry 


New uranium purchasing agreements have been con- 
cluded by the South African, U.S., and U.K. atomic 
energy authorities. The total of 28,350 tons of uranium 
oxide which the Combined Development Agency has 
agreed to take from the South African mines remains 
unchanged, but the former six-year period for deliveries 
starting in January 1961 is now to be extended to the 
end of 1970. Under the new agreements the Agency 
will purchase 3,733 tons of uranium oxide yearly for 
six years, instead of the yearly average of 4,725 tons 
which has been taken hitherto. The remaining 5,952 tons 
will be taken during the four years from 1967 to the 
end of 1970. Under the previous system, prices paid to 
individual mines varied according to their costs. Now 
there is to be a fixed price—believed to be $11.20 a 
pound—which will mean a transfer of production from 
high-cost to low-cost mines. 


Source: The Statist, London, England, January 28, 


1961. 


Far East 


Budget of the Government of India 

The budget of the Government of India for 1961-62, 
after allowing for additional taxation, shows a deficit of 
Rs 0.64 billion ($134 million), to be met by the issue 


of Treasury bills. The 1960-61 budget had estimated 
a deficit of Rs 1.53 billion, but revisions have lowered 
it to Rs 0.15 billion, mainly because of the altered 
procedure for the deposit of U.S. Public Law 480 
counterpart funds with the Reserve Bank of India and 
their investment in special securities and, although to a 
lesser extent, because of the decline in the revenue 
deficit. 

On revenue account, the estimates for 1961-62 pro- 
vide for expenditures and receipts to be approximately 
in balance at Rs 10.24 billion, after allowance for 
new taxation. This compares with a revenue deficit of 
Rs 0.34 billion in 1960-61 (revised estimate). Civil 
expenditure shows an increase of Rs 0.50 billion over 
the revised estimate for 1960-61, owing mainly to an 
increase in the provision for social and development 
services, while net defense expenditure on revenue 
account is expected to rise by Rs 0.16 billion. 


Proposed capital expenditure is placed at Rs 12.01 bil- 
lion, distributed as follows: direct capital outlays, 
Rs 4.54 billion; loans to State Governments and others, 
Rs 5.80 billion; and debt repayment, Rs 1.67 billion. 
The budget provides for capital receipts of Rs 11.37 bil- 
lion, as follows: market loans, Rs 2.35 billion; small 
savings, Rs 1.05 billion; foreign assistance, Rs 4.21 bil- 
lion; repayment of loans by State Governments and 
others, Rs 1.76 billion; investment of U.S. Public Law 
480 counterpart funds, Rs 0.96 billion; and miscellane- 
ous receipts, Rs 1.04 billion. 


Expenditures in the public sector under the Five Year 
Plans, including outlays by State Governments and 
railways, are expected to be Rs 11.66 billion in 
1961-62. A substantial portion of the provision during 
the coming year relates to Second Plan projects which 
will be carried forward to the Third Plan. 


New taxes proposed are expected to yield Rs 609 mil- 
lion ($128 million) to the Central Government. Excise 
duties have been levied or raised on a wide range of 
commodities, such as tea, coffee, tobacco, kerosene, 
paper, and certain varieties of cotton fabrics, while 
import duties have been raised in respect of various 
types of industrial machinery and raw materials; certain 
countervailing import duties have also been raised. 
The changes in excise duties are expected to yield 
Rs 286 million, and those in customs duties Rs 293 mil- 
lion. Adjustments in income and corporate tax rates 
should produce approximately Rs 30 million; they 
include an increase in the special surcharge on earned 
incomes in excess of Rs 100,000 from 5 per cent to 
10 per cent of the basic tax, and a reduction of the 
development rebate on machinery and plant from 25 per 
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cent to 20 per cent. Among the more important con- 
cessions are a 17 per cent reduction in the export duty 
on tea (balanced by an increase in the excise duty 
thereon), the lowering of the tax on bonus shares from 
30 per cent to 12% per cent, a cut from 63 per cent 
to 50 per cent in the tax on royalties payable to foreign 
companies with which Indian companies have technical 
collaboration, and an extension of the five-year tax 
holiday to the hotel industry. The provisions pertaining 
to tax exemption for foreign technicians in India have 
also been liberalized. 

Source: The Times of India, Bombay, India, March 1, 

1961. 


Tea Production in Ceylon 

Tea production in Ceylon aggregated 434.7 million 
pounds in 1960, compared with 431.1 million pounds 
in the previous year. The increase in production was 
the result of better planting methods, including the 
wider use of fertilizers and pest controls. 


Source: Ceylon News, Colombo, Ceylon, February 23, 
1961. 


Rubber Production in Viet-Nam 

On the basis of preliminary figures, it is estimated 
that Viet-Nam’s rubber production reached a record of 
78,000 tons in 1960, compared with 76,000 in 1959, 
73,000 in 1958, and 65,000 in 1956 and in 1957. 
Exports, however, were only about 74,000 tons, com- 


pared with 78,000 in 1959 when rubber stocks were 
drawn down. 


Source: Le Journal d’Extréme-Orient, Saigon, Viet- 
Nam, January 19, 1961. 


Western Hemisphere 


Business and Fiscal Developments in Canada 


The forward movement that had characterized the 
Canadian economy in 1958-59 came to a halt in 1960. 
For the year as a whole, new records in gross national 
product, personal consumption, and exports were estab- 
lished; but significant weaknesses developed in impor- 
tant sectors. Expenditures for plant and equipment, 
residential construction, and inventory accumulation in 
the first nine months were below those of 1959, and 
retail sales increased more slowly than in earlier years. 
By July, the seasonally adjusted index of industrial 
production had declined by 5.3 per cent from the record 
set in January 1960; and even though, after midyear, 
increases in exports, government outlays, and construc- 
tion contributed to a partial recovery in industrial pro- 
duction, the seasonally adjusted unemployment index 
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rose during most of 1960, reaching 7.9 per cent of the 
labor force in December compared with the already 
high 6.3 per cent recorded a year earlier. 


The recently revised Federal Government budget 
reflects these developments, as well as concern over the 
outlook for exports. Whereas previously a budget sur- 
plus of $12 million had been forecast, a deficit of 
$286 million is now expected, mainly because estimated 
revenues have fallen by 3.6 per cent as a consequence 
of lower economic activity. Expenditure estimates have 
been raised only moderately (by 1.5 per cent), to cover 
increased costs associated with the farm program, the 
national railroad deficit, and a modest enlargement of 
the regular winter public works program. 


Rejecting suggestions for massive emergency expendi- 
tures, the Government instead provided longer-term 
incentives to private domestic investment. It extended 
the lower of the two corporate tax rates (21 per cent 
and 50 per cent) to incomes of up to $35,000, instead 
of $25,000 as previously; imposed taxes on pension 
funds and increased those on mutual funds where they 
derive more than a prescribed share of their income 
from sources outside Canada; provided accelerated de- 
preciation allowances on the first-year investment of 
industries introducing new products or processing meth- 
ods or pioneering in depressed areas; and eliminated a 
4 per cent surtax on investment income of Canadians 
from Canadian investments. 


At the same time, the Government withdrew its tax 
concessions to foreign investment in Canada, a major 
purpose being to ease the upward pressure on the 
Canadian dollar and thus promote exports. Interest 
payments to foreign owners of government bonds— 
heretofore taxed either at a preferential 5 per cent rate 
or not at all—are now subject, on new bond issues, to 
the regular Canadian withholding tax of 15 per cent. 
Also, the withholding tax on dividends received by non- 
resident parent corporations from subsidiaries in Canada 
was raised to 15 per cent, from 5 per cent or less, and a 
special 15 per cent tax was imposed on the after-tax 
income of branches of most nonresidential corporations. 
Finally, the broader interpretation given since 1947 to 
the scope of the special low tariff on “goods of a 
class or kind not made or produced in Canada” was 
abandoned. 


Source: Federal Reserve Bank of New York, Monthly 
Review, New York, N.Y., February 1961. 


Latin American Free Trade Association 

On February 18, 1960, seven Latin American coun- 
tries signed the Montevideo Treaty establishing a Free 
Trade Zone and a Latin American Free Trade Associ- 
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ation, designed to further the economic integration and 
economic development of this region (see this News 
Survey, Vol. XII, p. 282). Since then, six of the seven 
countries have ratified the Treaty—Argentina, Brazil, 
Chile, Mexico, Paraguay, and Peru. In Uruguay the 
legislative process necessary for ratification is under 
way, and completion is expected shortly. By March 31, 
the instruments of ratification will be deposited and the 
Treaty and the Association will enter into effect. 
Shortly after the signing of the Treaty, a provisional 
committee of the Free Trade Association began to 
operate in Montevideo. It engaged in basic analyses 
and investigations in consultation with the Economic 
Commission for Latin America, the United Nations 
Educational, Scientific, and Cultural Organization, and 
the Inter-American Economic and Social Council of the 
Organization of American States. The committee also 
arranged meetings of experts on tariffs, transportation, 
and foreign trade statistics. The meeting on tariffs was 
held in Montevideo on August 2, 1960; it made recom- 
mendations for the coordination and standardization 
of customs systems. The meeting on transportation, 
which was the first of its kind, was also held in August 
1960; it contributed new suggestions on the problems 
of transportation, which are important for an effective 
economic integration of the region. The meeting on 
foreign trade statistics, held in January 1961, recom- 
mended uniform standards in the presentation of these 
data, as a basis for the tariff negotiations required by 
the Treaty. 
Source: El Bien Publico (Weekly Airmail Edition), 
Montevideo, Uruguay, February 21, 1961. 


Economic Situation in Costa Rica 

Economic activity in Costa Rica in the fourth quarter 
of 1960 may have reached a record height, largely as a 
result of Christmas bonuses of Y 4 million paid by the 
Banana Company and of @ 18 million paid by the 
Government. Because of increases in production, it is 
expected that Costa Rica’s requirements of rice, corn, 
and beans will be satisfied from domestic sources. Esti- 
mates indicate that the 1960-61 coffee crop will amount 
to a record 1,140,000 bags (of 60 kilograms each), 
against 905,000 bags in the previous crop year. 

The international reserves of the Central Bank fell 
to $12.1 million at the end of 1960, from $13.3 million 
at the end of 1959, owing primarily to a sharp rise in 
exchange sales by the Central Bank in the free market. 
It is believed that imports through the free market 
increased in 1960 and that there was a net outflow on 
account of capital transactions. Figures for the first ten 
months indicate that exports increased by 11 per cent, 
to $74.2 million, and imports by 5 per cent, to 


$87.6 million, with the result that the trade deficit was 
considerably reduced. 

Sources: Banco Central de Costa Rica, Boletin Esta- 
distico Mensual, San José, Costa Rica, De- 
cember 1960; Department of Commerce, 
Foreign Commerce Weekly, Washington, 
D.C., February 20, 1961. 


Colombia's Plan for Agricultural Development 

The Agricultural Credit Bank of Colombia has an- 
nounced development proposals for the four-year period 
1961-64. These proposals, which are part of the larger 
public investment plan of the Government (see this 
News Survey, Vol. XIII, p. 56), involve the expenditure 
of Col$210 million (US$31 million) over the four 
years. Of this sum, 50 per cent will be spent on 
irrigation and drainage, including the reclamation of 
110,000 hectares of land; 21 per cent on the program 
for colonization and the parcelling out of land; and 
29 per cent on agricultural development, including the 
distribution of better seeds, pasture improvement, and 
the stimulation of secondary agricultural industries. 


The funds to finance the Bank’s program will come 
from the following sources: a tax on imports of wheat 
and semolina; colonization bonds under Law No. 20 of 
1959; collections from irrigation projects administered 
by the Bank; and one half of the profits of the National 
Institute of Supplies, most of which come from agree- 
ments in respect of agricultural imports under U.S. 
Public Law 480. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., February 20, 1961. 


Foreign Trade of Peru 


The value of Peru’s foreign trade in 1960 exceeded 
by $200 million that of the previous year. Export 
earnings were about $433 million, nearly 38 per cent 
higher than in 1959. The full operation in 1960 of new 
copper and iron ore installations has introduced a 
marked change in the export structure of the country. 
These two minerals accounted for $65 million and 
$15 million, respectively, of the $119 million increase 
in total export earnings in 1960. The remainder derived 
from increases in the value of exports of sugar, cotton, 
and fish products. 


The record increase in export earnings permitted a 
marked expansion of imports without danger to the 
balance of payments. Imports, at $375 million, were 
28 per cent higher than in 1959 but still $25 million 
lower than the peak level of 1957. 


Source: Banco Continental, News Letter, Lima, Peru, 
February 28, 1961. 
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Foreign Capital for Petrochemical Plant in Argentina 

The Argentine Government has approved a proposal 
by a consortium of five large U.S. companies to invest 
$70 million in the building of a petrochemical complex 
to use raw materials produced in Argentina. The com- 
plex, consisting of nine integrated plants, marks the 
beginning of a modern petrochemical industry in 
Argentina. Production by some units will begin within 
18 months and the final units will be in operation 
by 1964. The completion of this project will result in a 
foreign exchange saving of about $25 million annually 
and the creation of 700 new jobs. At least 90 per cent 
of the employees will be Argentine nationals. 

Che project will be located at San Lorenzo, about 
250 miles northwest of Buenos Aires. The raw materials 
will be provided by the state oil agency, Yacimientos 
Petroliferos Fiscales (YPF), from its oil and gas fields 
and related plants in the Campo Duran area in northern 
Argentina, near the Bolivian border. As part of the 
arrangements, the new complex will furnish YPF annu- 
ally with 2,900,000 barrels of high-quality motor fuel, 
425,000 barrels of aviation gasoline, and 175,000 bar- 
rels of propane. It will also produce synthetic rubber, 
butadiene, and styrene. 
investments 


The total of direct 


approved by the 


private foreign 
Government since the 
beginning of 1959 now exceeds $300 million. 

The Journal of Commerce, New York, N.Y., 
January 18, 1961; Bank of London & South 
America Limited, Fortnightly Review, 
don, England, January 28, 1961. 


Argentine 
Sources 


Lon- 


Fund Transactions 

During January 1961, member countries purchased 
the equivalent of $84 million from the Fund. The 
Union of South Africa purchased $12.5 million and 
Yugoslavia $45 million; and under stand-by arrange- 
ments Colombia purchased $25 million and Nicaragua 
$1.5 million. Of the total purchases, $36.5 million was 
drawn in U.S. dollars. The dollar equivalents of the 
amounts drawn in other currencies were as follows: 
deutsche mark, $16.25 million; French francs, $5 mil- 
lion; Netherlands guilders, $5 million; Italian lire, 
$10 million; pounds sterling, $11.25 million. 

Repurchases in respect of past drawings were made 
by Chile ($4.3 million) and Yugoslavia ($7.5 million). 

New stand-by arrangements were entered into with 
Turkey ($37.5 million) and Yugoslavia ($30 million), 
both for one year from January 1, 1961 (see also this 
News Survey, Vol. XIII, p. 1) 


Corrigendum 


Vol. XIII, No. 7, February 24, 1961, page 55, item 
“Foreign Exchange Reform in Korea”: In the second 
paragraph the last two words of the fifth line should 
read “In addition.” 
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